COUNTY OF SAN LUIS OBISPO BOARD OF SUPERVISORS
AGENDA ITEM TRANSMITTAL

(1) DEPARTMENT (2) MEETING DATE (3) CONTACT/PHONE
Auditor-Controller May 2, 2006 Lisa R. Jackson

(805) 781-4846

(4) SUBJECT

Submittal of a summary of hotel audits for compliance with the reporting requirements of the
County Transient Occupancy Tax Ordinance for the period of January 1, 2005 through December
31, 2005.

(5) SUMMARY OF REQUEST

The objective of our audit was to determine the propriety of the reported occupancy tax collected and
verify if it was in accordance with Chapter 3.08 of the San Luis Obispo County Code. Several different
types of operations were included in this year's audit sample, including two vacation
rental/management companies, and five bed & breakfasts. Overall, our review of eleven hotels found
that all were in general compliance with the County Transient Occupancy Tax Ordinance. Of the eleven
establishments audited four were found to have significant errors in their calculation of transient
occupancy tax, the balance of the establishments had only minor errors. The net amount due to the
County for these errors totaled $14,496 including penalties and interest.

(6) RECOMMENDED ACTION
Please review the report for your information. No departmental response is required.

(7) FUNDING SOURCE(S) (8) CURRENT YEAR COST (9) ANNUAL COST (10) BUDGETED?
N/A N/A N/A S YES N/A
NO

(11) OTHER AGENCY/ADVISORY GROUP INVOLVEMENT (LIST):
Treasurer-Tax Collector

(12) WILL REQUEST REQUIRE ADDITIONAL STAFF? X No [] Yes, How Many?

[ Permanent [ Limited Term [ Contract ] Temporary Help

(13) SUPERVISOR DISTRICT(S) (14) LOCATION MAP

1st, 2nd, 3rd, 4th, 5th, [Al] O Attached [X] N/A

(15) AGENDA PLACEMENT (16) EXECUTED DOCUMENTS

Consent 1 Hearing (Time Est. ) [J Resolutions (Orig + 4 copies) [ Contracts (Orig + 4 copies)
[1 Presentation [ Board Business (Time Est. ) ] Ordinances (Orig + 4 copies) N/A

(17) NEED EXTRA EXECUTED COPIES? (18) APPROPRIATION TRANSFER REQUIRED?

O Number: [ Attached X N/A [ Submitted [ 4/5th's Vote Required  [X| N/A

(19) ADMINISTRATIVE OFFICE REVIEW (
Q /\ _

: [/

TOTtrsmti04.doc 7/30/2001 J C/j




County of San Luis Obispo

Office of the Auditor-Controller
1055 Monterey Street Room D220

GERE W. SIBBACH, CPA
Auditor-Controller

San Luis Obispo, California 93408 BILL ES,TRADA
(803) 781-5040 FAX (805) 781-1220 Assistant
TO: HONORABLE BOARD OF SUPERVISORS
FROM: GERE W. SIBBACH, AUDITOR-CONTROLLER bﬁ )47‘
DATE: MAY 2, 2006

SUBJECT:  SUBMITTAL OF A SUMMARY OF HOTEL AUDITS FOR COMPLIANCE WITH THE
REPORTING REQUIREMENTS OF THE COUNTY TRANSIENT OCCUPANCY TAX
ORDINANCE FOR THE PERIOD OF JANUARY 1, 2005 THROUGH DECEMBER 31,
2005.

Recommendation
Please review the report for your information. No departmental response is required.

Discussion .
The objective of our audit was to determine the propriety of the reported occupancy tax
collected and verify if it was in accordance with Chapter 3.08 of the San Luis Obispo County
Code. Several different types of operations were included in this year’s audit sample,
including two vacation rental/management companies, and five bed & breakfasts. Overall,
our review of eleven hotels found that all were in general compliance with the County
Transient Occupancy Tax Ordinance (TOT). Of the eleven establishments audited four were
found to have significant errors in their calculation of transient occupancy tax, the balance of
the establishments had only minor errors. The net amount due to the County for these
errors totaled $14,496 including penalties and interest.

Other Agency Involvement/Impact

A separate report on each audited hotel was issued to the Treasurer-Tax Collector. The
Treasurer-Tax Collector is responsible for the administration of the TOT Ordinance and the
enforcement of all audit findings and recommendations.

Financial Considerations
The total transient occupancy tax colliected by the County during the calendar year 2005 was
approximately $5,300,000. . O

Results

Our annual program of TOT auditing helps to insure that hotels are properly collecting the 9
percent transient occupancy tax from their customers / guests and remitting the tax to the Q
County. o~ \
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County of San Luis Obispo

Office of the Auditor-Controll GERE W. SIBBACH, CPA
ice of the Auditor-Controller .

1055 Monterey Street Room D220 Auditor-Controller

San Luis Obispo, California 93408 BILL ESTRADA

(805) 781-5040 FAX (805) 781-1220 Assistant

April 21, 2006

Frank L. Freitas

County Treasurer-Tax Collector

San Luis Obispo County

County Government Center, Room 203
San Luis Obispo, CA 93408

Dear Mr. Freitas:

We have completed our audit of eleven selected hotel establishments located in the
unincorporated area of San Luis Obispo County. Hotels in the unincorporated area of San Luis
Obispo County are required to register with the County Tax Collector for the purpose of
obtaining a Transient Occupancy Tax (TOT) Permit. Registered hotels collect a nine percent
occupancy tax from customers and remit the tax to the County on a monthly or quarterly basis.
Our audit focused on the period January 1, 2005 to December 31, 2005.

Purpose

The objective of our audit was to determine the propriety of the reported occupancy tax
collected and verify if it was in accordance with Chapter 3.08 of the San Luis Obispo County
Code. In addition, we verified compliance with other reporting and administrative requirements
of the Transient Occupancy Tax Ordinance.

Scope

We reviewed the monthly TOT returns submitted by eleven selected hotels in the
unincorporated area of San Luis Obispo County. We reconciled the amounts reported whenever
possible, to the hotel’s books and records verifying total receipts, exemptions claimed, and tax
remitted. We also tested samples of customer registration cards and room logs by agreeing
customer names and payment amounts to the Operator’s daily/monthly summaries used to
calculate the TOT reported.

Summary

Our review of the eleven selected hotels found that all were in general compliance with the
County Transient Occupancy Tax Ordinance. However, four of the eleven establishments were
found to have significant errors in their calculation of transient occupancy tax and five
establishments had minor errors. The net amount due to the County for these errors totaled
$14,496 including penalties and interest. We have prepared and attached a comprehensive
schedule of monetary audit findings for the discrepancies found as Exhibit A.

i
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Frank L. Freitas, County Treasurer-Tax Collector
April 21, 2006
Page 2

Under separate covers to your Office, we have previously issued individual reports for each
hotel audited. These separate reports served to communicate to your Office our audit findings
and recommendations specific to each hotel. This report summarizes those reports and will be
presented to the Board of Supervisors.

Sincerely,

Gere W. Sibbach, CPA
Auditor-Controller

Bill Estrada
Assistant Auditor-Controller

¢: Gina Flores, Tax Department Supervisor
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